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AUDITING PROCEDURES REPORT 
Issued under P.A.2 of 1968, as amended.  Filing is mandatory. 

Local Government Type    
□City     □ Township    □ Village   ⌧ Other 

Local Government Name 
Huron-Clinton Metropolitan Authority 

County 
Livingston 

Audit Date 
December 31, 2005 

Opinion Date 
March 27, 2005 

Date Accountant Report Submitted to State: 
May 19, 2006 

We have audited the financial statements of this local unit of government and rendered an opinion on financial statements 
prepared in accordance with the Statements of the Governmental Accounting Standards Board (GASB) and the Uniform 
Reporting Format for Financial Statements for Counties and Local Units of Government in Michigan by the Michigan 
Department of Treasury. 

We affirm that: 

1. We have complied with the Bulletin for the Audits of Local Units of Government in Michigan as revised, 

2. We are certified public accountants registered to practice in Michigan. 

We further affirm the following. "Yes" responses have been disclosed in the financial statements, including the notes, or in 
the report of comments and recommendations 

You must check the applicable box for each item below. 

□  yes ⌧ no 1. Certain component units/funds/agencies of the local unit are excluded from the financial 
statements. 

□  yes ⌧ no 2. There are accumulated deficits in one or more of this unit's unreserved fund balances/retained 
earnings (PA. 275 of 1980). 

⌧ yes □  no 3. There are instances of non-compliance with the Uniform Accounting and Budgeting Act (P.A. 2 of 
1968, as amended). 

□  yes ⌧ no 4. The local unit has violated the conditions of either an order issued under the Municipal Finance Act 
or its requirements, or an order issued under the Emergency Municipal Loan Act. 

□  yes ⌧ no 5. The local unit holds deposits/investments which do not comply with statutory requirements. (P.A. 20 
of 1943, as amended [MCL 129.91], or P.A. 55 of 1982, as amended [MCL 38.1132]). 

□  yes ⌧ no 6. The local unit has been delinquent in distributing tax revenues that were collected for another taxing 
unit. 

□  yes ⌧ no 7. The local unit has violated the Constitutional requirement (Article 9, Section 24) to fund current year 
earned pension benefits (normal costs) in the current year. If the plan is more than 100% funded 
and the overfunding credits are more than the normal cost requirement, no contributions are due 
(paid during the year). 

□  yes ⌧ no 8. The local unit uses credit cards and has not adopted an applicable policy as required by P.A. 266 of 
1995 (MCL 129.241). 

□  yes ⌧ no 9. The local unit has not adopted an investment policy as required by P.A. 196 of 1997 (MCL 129.95). 
 

We have enclosed the following: Enclosed 
To Be 

Forwarded 
Not 

Required 
The letter of comments and recommendations. X   

Reports on individual federal financial assistance programs (program audits).   X 

Single Audit Reports (ASLGU).   X 
 

Certified Public Accountant (Firm Name) Rehmann Robson 

Name  Thomas Darling, CPA 

Street Address  5750 New King Street, Suite 200 

City 

Troy  

State 

MI 

Zip 

48098 

Accountant Signature  
 







































































































































































 

5750 New King Street, Suite 200, Troy, MI 48098, 248.952.5000, Fax 248.952.5750, www.rehmann.com 
 

March 28, 2006 
 
 
 
To the Board of Commissioners 
Huron-Clinton Metropolitan Authority 
Brighton, Michigan 
 
 
We have audited the financial statements of The Huron-Clinton Metropolitan Authority for the year ended 
December 31, 2005, and have issued our report thereon dated March 28, 2006.  Professional standards require 
that we provide you with the following information related to our audit. 
 
Our Responsibility Under Generally Accepted Auditing Standards and OMB Circular A-133 
 
As stated in our engagement letter, our responsibility, as described by professional standards, is to plan and 
perform our audit to obtain reasonable, but not absolute, assurance that the general purpose financial 
statements are free of material misstatement. Because of the concept of reasonable assurance and because we 
did not perform a detailed examination of all transactions, there is a risk that material errors, fraud, or other 
illegal acts may exist and not be detected by us. 
 
In planning and performing our audit, we considered the Huron-Clinton Metropolitan Authority’s internal 
control over financial reporting in order to determine our auditing procedures for the purpose of expressing 
our opinion on the financial statements and not to provide assurance on the internal control over financial 
reporting.  
 
As part of obtaining reasonable assurance about whether the Huron-Clinton Metropolitan Authority’s 
financial statements are free of material misstatement, we performed tests of its compliance with certain 
provisions of laws, regulations, contracts, and grants, noncompliance with which could have a direct and 
material effect on the determination of financial statement amounts. 
 
However, providing an opinion on compliance with those provisions was not an objective of our audit. While 
our audit provides a reasonable basis for our opinion, it does not provide a legal determination on the Huron-
Clinton Metropolitan Authority’s compliance with state and federal requirements. 
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Significant Accounting Policies 
 
Management has the responsibility for selection and use of appropriate accounting policies.  In accordance 
with the terms of our engagement letter, we will advise management about the appropriateness of accounting 
policies and their application.  The significant accounting policies used by the Huron-Clinton Metropolitan 
Authority are described in Section I of the notes to the financial statements.   
 
There were no transactions entered into by the Huron-Clinton Metropolitan Authority during the year that 
were considered both significant and unusual, and of which, under professional standards, we are required to 
inform you. 
 
Accounting Estimates 
 
Accounting estimates are an integral part of the financial statements prepared by management and are based 
on management’s knowledge and experience about past and current events and assumptions about future 
events.  Certain accounting estimates are particularly sensitive because of their significance to the financial 
statements and because of the possibility that future events affecting them may differ significantly from those 
expected.  The most sensitive estimates affecting the financial statements included: life of capital asset’s, 
accrued compensated absences and the actuarially accrued pension obligations. 
 
Management’s estimate of the life of capital assets is based upon management experience and state 
guidelines. The liability for accrued compensated absences is based on a detailed listing of time earned by 
employees.  The estimate for pension obligations is determined using customary assumptions. 
 
Significant Audit Adjustments 
 
For purposes of this letter, professional standards define a significant audit adjustment as a proposed 
correction of the financial statements that, in our judgment, may not have been detected except through our 
auditing procedures.  These adjustments may include those proposed by us but not recorded by the Huron-
Clinton Metropolitan Authority that could potentially cause future financial statements to be materially 
misstated, even though we have concluded that such adjustments are not material to the current financial 
statements.  We proposed no audit adjustments that could, in our judgment, either individually or in the 
aggregate, have a significant effect on the Huron-Clinton Metropolitan Authority’s financial reporting 
process. 
 
Disagreements with Management 
 
For purposes of this letter, professional standards define a disagreement with management as a matter, 
whether or not resolved to our satisfaction, concerning a financial accounting, reporting, or auditing matter 
that could be significant to the financial statements or the auditor’s report.  We are pleased to report that no 
such disagreements arose during the course of our audit. 
 
Consultations with Other Independent Accountants 
 
In some cases, management may decide to consult with other accountants about auditing and accounting 
matters, similar to obtaining a “second opinion” on certain situations.  If a consultation involves application of  
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an accounting principle to the Authority’s financial statements or a determination of the type of auditor’s 
opinion that may be expressed on those statements, our professional standards require the consulting 
accountant to check with us to determine that the consultant has all the relevant facts.  To our knowledge, 
there were no such consultations with other accountants. 
 
Issues Discussed Prior to Retention of Independent Auditors 
 
We generally discuss a variety of matters, including the application of accounting principles and auditing 
standards, with management each year prior to retention as The Huron-Clinton Metropolitan Authority’s 
auditors. However, these discussions occurred in the normal course of our professional relationship and our 
responses were not a condition to our retention 
 
Difficulties Encountered in Performing the Audit 
 
We encountered no significant difficulties in dealing with management in performing our audit. 
 
Management Letter Items 
 
In planning and performing our audit of the financial statements of the Authority, for the year ended 
December 31, 2005, we considered the Authority’s internal control structure to determine our auditing 
procedures for the purpose of expressing an opinion on the financial statements and not to provide assurance 
on the internal control structure. 
 
However, during our audit, we became aware of matters that are opportunities for strengthening internal 
controls and operating efficiency.  The following memorandum that accompanies this letter summarizes our 
comments and suggestions concerning those matters.  This letter does not affect our report dated 
March 28, 2006, on the financial statements of the Authority. 
 
We will review the status of these comments during our next audit engagement.  We have already discussed 
many of these comments and suggestions with various Authority personnel, and we will be pleased to discuss 
them in further detail at your convenience, to perform any additional study of these matters, or to assist the 
Authority in implementing the recommendations. 
 
We would like to thank the staff and management of the Huron-Clinton Metropolitan Authority for their 
assistance and cooperation in completing the audit. 
 
This information is intended solely for the use of the Board of Commissioners and Management of the 
Huron-Clinton Metropolitan Authority and is not intended to be and should not be used by anyone other 
than these specified parties. 
 
 Very truly yours, 
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Memorandum 
 
Foundation Receipts 
 
During our audit procedures we noted that donor contributions received at the parks on behalf of the 
Foundation were not being receipted before routed to the Foundation at the administrative offices. Current 
State of Michigan guidelines mandates the use of a prenumbered 3 part receipt books unless other automated 
measures are in place (i.g. cash register or similar receipting mechanism) 
 
Although we noted that donor contribution forms were established and routed along with the donation to the 
Foundation, we believe that the use of prenumbered 3 part receipt forms would strengthen internal control 
over these contributions and provide the donor with additional physical evidence of their contribution.  
 
Recommendation 
 
We would recommend that the Authority consider establishing a prenumbered 3 part receipt book at each 
park location to document the receipt of Foundation contributions. We would also encourage the Foundation 
to reconcile their receipts to the receipt books on a periodic basis. 
 
Administrative Receipts 
 
During our audit we noted that receipts at the Administrative office were inconsistent as to the systematic  
receipting process. We noted that some checks were endorsed and logged in by the Administrative Secretary 
and others by the accounting department. In addition it appears that subsequent reconciliation of the 
Administrative Secretary log to deposits was not complete. 
 
Although we noted no unaccounted receipts during our testing, we believe that internal controls over cash 
receipts can be strengthened by maintaining a systematic and consistent process for receipts. 
 
Recommendation 
 
We would recommend that all checks/cash received through the Administration building be routed to the 
administrative secretary where they should be restrictively endorsed and recorded on a 3 part receipt. The 
proceeds along with a copy of the receipt should then be routed to the accounting department where a deposit 
should be prepared and submitted to the bank on a daily basis. This receipt book should then be reconciled to 
the deposit log on a periodic basis by an individual that has no cash receipting responsibilities. 
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Other Postemployment Benefits (GASB 45) 
 
The Governmental Accounting Standards Board (GASB) issued statement number 45 “Accounting and 
Financial Reporting by Employers for Postemployment Benefits Other than Pensions” in June of 2004. 

 
The Authority will be required to adopt the pronouncement for the plan fiscal year ending September 30, 
2008. 

 
The essence of this pronouncement focuses on the recognition of the Authority’s liability for other 
postemployment benefits such as health care and life insurance benefits offered to Authority retirees and their 
dependents. In addition, the pronouncement requires that a postemployment benefit fund and trust be 
established to account for contributions made and benefits paid to/from the plan. We congratulate the 
Authority in establishing the fund and trust in October, 2005 
 
The Authority completed an actuarial valuation on postemployment benefits in October of 2003. The results 
of the valuation established an annual required contribution of 19.26% of payroll or $2,564,000 annually with 
a total liability of $37,107,325. The Authority currently expends approximately $1,000,000 on a pay as you 
go basis annually for these benefits. The Authority will be required to have an actuarial study performed 
during the 2007 fiscal year of the plan, which will end September 30, 2007. This actuarial valuation will be 
used to establish the required contributions to the plan during the 2008 fiscal year. The Authority will then be 
required to have an actuarial valuation performed semi-annually thereafter. Any shortfalls between actual 
contributions and the actuarial required contribution would be accounted for as a liability on the Authority’s 
Statement of Net Assets. 
 
We are impressed by the Authority’s contribution to the plan during the Authority’s 2005 fiscal year and 
would strongly encourage the Authority to consider the continuation of contributing to the plan prior to the 
required adoption date. The benefit to this is that overall the required contributions will probably be less than 
one that would need to be established during the 2007 actuarial valuation. In addition, the contribution would 
have the ability to be invested in securities as established by Public Act 149, which is basically the same as 
the Authority’s pension plan. These investment types typically have the potential for higher earnings than 
those limited under Public Act 2. 
 
In addition to the funding mechanism for current benefits, the Authority may consider reducing the costs of 
postemployment benefits or requiring a co-pay policy. Although this may not be practical at this time due to 
current labor contracts and current retirees, it may require consideration for new hires. Ultimately the goal is 
to reduce the annually required contribution and the Authority’s liability for these benefits. 
 
These examples are not intended to be all inclusive of the possibilities to begin pre-funding the Authority’s 
obligation for postemployment benefits but rather the most common examples that we have seen from other 
governmental entities. 




